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me" pnd vor of Btose, 
cr 
Bear Girt 
In acoordance with eur gonversation 
#ith you, we have mode a Orie? review of the 
present asecun ting ayotex of the state, cone 
tering in your cffieq, ome submit herewith o 
summary of present conditions, together with 
gmherks recceweniationa as tc the mein eteps 
‘an our jucgment neossecry te bring the etate’e 
aogounting methods inte aegord #ith the beet 
modern practice. 
se awe avoided going inte techni« 
Ogii ties or detalia, toinking that theee would 
be gupes?iuoue at thie the, 


Youre very truly, 


Ladoa 
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‘PRELIMINARY STATPUENT 


As wos well Fiabés in the eutind biped of the Au} 
ditor of State for 1914, the accounting system in uee in 
“Ohio has been the development of many years of gonfused, 
haphagard and unselentific presedure,: Under thease ciroume 
@tanoes, it is but natural that the lave governing this sube . 


sect, passed at different times and having various objects 


“Gn view, should e@ ineking im censioteney and fai1 to com 


i S = 


For thie reason, s review has beon made of the pres= 


ent methods and procedure in eréer to place before the Audi- 
tor of State, the Governor, and the Legislature, a general 
euamary of exieting conditions and the genéral meseures which 
are considered to be necessary to enable Ohic to measure up 
to the beat modern dicadasde of accounting practice. 


A tumber of forward steps have been taken by the 


present Auditor of State, Neverthelesy, am the Auditor is 
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present defects, no 


rd 


eae law as Seotion 241 of the Genoral Code, to make the Au- 


4 out the G@tate and ite politioal subdivisions. If such was c 


the intent, it seems, so far ae the state government is con- es 


ss earned, to have been frustrated, st leaet in part) hy other 


swith power to presoribe guitable accounting methods through~ 


tion of & completely unified acecunting system for the state ee 


It wes apparently intended through such provieions « 


Gitex of State the chief acccunting cfficial of the state, = = © 


provisions, giving iniependent powers te specified departnente., = 
Ag a reoult, it becomes impossible for the Additerc® — he, 


of State to ering about, excep tiey cooperation, the inetalla- 


government aa a whole, which will enable him from month to 
month, quarter to quarter, and year to year, to present to 


the Governor enc to the public the gomprehensive and accurate 


_ Snformation which they are entitled to have. 
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If the Governor as chief exeoutive ie not provided 


with the neccesary instramente for exercising his executive 


powers with full effectiveness, a high degree of efficiency 


and ¢eonomy cannot be expected. Ao % means for providing 


the Governor with the necessary inetrumenta, a unified ac- 


gounting system is eesential, The only prnotical hope of se- 


|  guring a unified- accounting syetem lies in centralised au- 


“therity in the hande of the Auditor of State, 
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-  B, Revenues Not Accrued 

Owing doubtless to the lack of legal authority, the 
office of the Auditor of State does not now secure daily re-. 
porte of revenue or of the oharges made to individuals or 
Corporations for services, commodities, licenses, permite, 
etc. While some of these charges may be paid at ones, some 
Yemain unpaid; in other words, credit is extended... If un- 
paid, they should app@ar in the records as secounts raceiv- 
ole. The totad nies are then the gross ne ef the 
state, although the charges may have been made by edhe 
departments. At present the reports are on a cash basie and 
Geal with regeipte only, irrespective of the date charged to 
individuals or corporations. 

At present, the accounts receivable not being prop- 
eriy set up in the records, any statement of the state's rev- 
enues as at any partioular date cannot be complete. In con- 
sequence, the financial condition of the state on that date 


is not ascurately reflected. 
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gounting control over orders and contracts, in ordex to pre- 
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went overdrafts on appropriations, 
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; A proper preeedure would require that orders about 
i | 
‘to be isaued or contracts about to be entered into should 
er Bae 
pet: 


¥iget be aubnitted te the Auditor of State for hie eertifie 
ation that unas ase available for meeting the obiisation 


when due, The necessary smcunt would then be set aeide for 


ae : this purpose until the i liek tee finally audited end paid. 
This procedure is not now carried out. Hense the 
Ausitor ig not in « position to prevent the incurring of obe 
Ligations in excese of aprroprintions or of the ceah to meet 
oe during the fieecal sais Neither 16 he in a position to 
know the outetanding obligatione of the atate at the close 


of each month or fiscal year, 


The game lack of full legal authority apparently pre~- 


vents the Auditer of State from exercieing an effective ac~— 
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At present, therefore, the Auditoxs ie not in posses 


@ion of the neoeseary information regarding either accounts 


| reccivable or acgcun te payabie, and i9 consequently unabie 


at any time to @xhivit mceurately the true finanoiel condi= ~~ 


tion of the state. 
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ex ce: No complete reoord is maintained of the properties 
pwmed by the atate, aud theiy value. Such « record is ca~ 
ential to the proper diecharge of the duties of cuetodiane 


@hip imposed upon state officials, The lack of such ac réo= 


ord tends to remove definite responsibility and to eneour= 

; age losses from anrelesences or dishonesty. 
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de will have been inferred from the preceding state- 
monte the present accounting eyetem of the State of Ohic, 
gentering in the office of the Auditor of Btate, ie operated 
on & *cash® basis, on which the information developed relates 
ei shy aa to the eneh received and cash pais out, little 


or no recognition being given to sc@unte receivable or ao- 


‘gounte payable. This practice decs not permit the preparing 


and issuing of monthly, quarterly or annmusi statements shox 

ing the ¢evenues ond sotual cost ef government for any given | 
period. Under these ciroumetences, it i# net @urprising that 
controversies arise between eucceseive aiminietrations as te 

the idiseones financial condition of the State an’ the respone 
ibility therefore. With a proper ayetem of acooun ting and x Qe 
porting, a1 questions of fot would automatically be piseed 


outeide the realw of controversy ox unetrtainty. 
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a actual practice, it iw iikely that the cisesifior= 
“thon of agcounts employed in the recomsendetions submitted “ << 
a Sevemes to the General Assembly will be followed by oe . 
"Genera Assent iy in making ito apprepristicna. Thie will < 
- banal uae of the same claselfication in important parte bit 
_- sceounting eyatem. 

it 16 aanitaes that eo uniform system of elnsetfion= 
“ten hous be used throughout the Stete Governeent, and if 


"possible, ite DOrARoed gubdiviasons BLOG. Whatever claw 


he sification te adopted should be eopable of meeting all ace eh 


 Gounting requiremente, If the Auditer of State is tc be in 


is fact the waief accounting official of the State, he should — ee 


ee _ be given the power of prescribing the olassification of agq Pei, 
countea for all wudgetary sn accounting purposes in connec« ; 
t tion with the Btate Government. Oniy in this way oan sat- 


aan sefootory romite be obtained. 
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1. The statutes ehovlé be wo amended as to 


- eounting syatens, foree of records, and pro= 
llamar ts vi ions 
« Cidigneliath ridecvudecengh deity os otae ose 
‘porte as he decne neoteanry, 

ie: greece of this power, the Auditor of 
 Btate should toke immediate stepo te reorganise 
the accounting eystem of the atate, piacing it 


upon the accrual basie, and eatab lishing his 


gontrel over revenuce and contingent lisbilities. 


(3. The etatutes shoul! require that an in- Bet 
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ee that their value be set up in the booke of ac- 


 gount, and be thereafter kept up currentiy. 


4. The wtatutes should provide that monthly 


marterly, snd annually finencial reporte 


 thould de prepared for the Governor, heats of 


departments, end the public. Such reporte 


should indicate ave clearly ee possible the fi=- 


hanciel condition of the etate, the eoet of 


operations the severe] departeents, the unene 


cumbered balences of appropristicns, an‘ ether 
significant information. 


5S, The etetutes should give the Auditor of 


State sole jurisdiction over the cleseifieation 


of ad¢counts,. 


The devcleration of the Auditor of State in a recent 
Zeport that "the oupr ene neod of Ohie ie oa fieoal syatem® finda 
oontirmation in our review of present conditions, Bubstantiation 


ie aleo found for hie further aweertion that 4f the Auditer ef 
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